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HIGHLIGHTS OF BUSINE 


The last month of 1954 witnessed the first time in the 
year that industrial production surpassed its level in the 
corresponding month of the preceding year. The Federal 
m@ Reserve Board index of industrial activity in December 
was estimated at about or slightly above the seasonally 
adjusted November level of 129 (1947-49 = 100), which 
compares with an index figure of 126 for December, 1953. 
The rapid pickup in automobile manufacturing following 
the introduction of the 1955 models was a major factor 
acting to maintain production in December. Total auto- 
motive output in the month was 25 percent over Novem- 
ber and 60 percent over December, 1953. 

Reflecting the high level of activity in December, the 
employment picture continued favorable. Unemployment 
declined slightly, to 2.8 million. Total employment also 
fell, by about a million, but the declines were centered 
in outdoor work such as farming and construction where 
activity normally drops off at that time of year. 


Sales Up 


For retailers generally, December was a banner month 
as retail sales exceeded the December, 1953, level by 
9 percent. In the case of department stores, business 
improved each successive week in December until Christ- 
mas, with sales running well ahead of the corresponding 
weeks of 1953. For the week ending December 25, sales 
were up substantially in all regions of the country and the 
national total rose 16 percent above the year-ago figure. 
Part of this advance, however, was attributable to the 
extra shopping day during the week before this Christmas. 

After adjustment for this extra shopping day and for 
seasonal factors, department store sales in December were 
1.8 percent over November and 2.6 percent over Decem- 
ber, 195.. 

Total retail sales in 1954, at somewhat more than $170 
billion, were substantially the same as in 1953. Sales of 
department stores in 1954 were about 1 percent less than 
in 1953 despite their strong year-end showing. 


Higher Margins Required 

Margin requirements for the purchase and short sale 
of stocks were raised from 50 percent to 60 percent by the 
Federal Reserve Board, effective with the opening of 
trade on January 5. The change affects only new pur- 
chases; no additional funds will have to be put up to 
cover stock already bought on the 50-percent margin. 

No specific reason was given by the FRB, but the 


change is generally felt to be a cautioning move brought 
about by the steady rise in stock prices since the Novem- 
ber elections. During December alone, the Dow-Jones 
index of 30 industrials increased by 4.6 percent, with 
many lower-priced, more speculative stocks rising by 
much larger percentages. Brokers’ loans had also in- 
creased fairly steadily during 1954 although margin pur- 
chases were believed to represent only a small fraction of 
all stock purchases in the year. 


Construction Down Seasonally 


New construction put in place during December, 
valued at $3.0 billion, was off 9 percent from November 
because of seasonal factors, but remained 10 percent 
higher than the December, 1953, level. Private outlays 
remained 15 percent over the corresponding 1953 month 


‘whereas public expenditures were down 2 percent. 


The value of total new construction put in place in 
1954 came to $37.2 billion, a new peak 5 percent over the 
1953 figure. Private outlays amounted to $25.7 billion, 
8 percent higher than in 1953; public construction was 
valued at $11.5 billion, very slightly higher than in the 
previous year. The largest part of the 1954 increase oc- 
curred during the second half and reflected mainly the 
high volume of private housing starts during the fall. 


The Year in Brief 


Despite a limping start, 1954 wound up as a fairly 
good year in many respects. After a slow beginning, in- 
dustrial production gained momentum and surpassed 1953 
levels by the end of the year. Automobiles likewise picked 
up speed after making a slow start. Total output of more 
than 5.5 million cars made last year the industry’s third 
best. Steel production was off a fifth from 1953’s high 
point, but the 88 million tons turned out made 1954 the 
second best peacetime year on record. Electric power out- 
put reached a new high, with total production of approxi- 
mately 470 billion kilowatt-hours. 

Construction boomed along at peak rates and reached 
a total 5 percent over the previous year. Retailers also 
made out well, with total retail sales estimated at ap- 
proximately the same level as in 1953. For farmers, how- 
ever, 1954 was another year of decline, net farm income 
dropping an estimated 6 percent. 

The total value of the nation’s production of goods 
and services in the year is estimated at $356 billion, 2.5 
percent below the 1953 record, 
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Our Insatiable Appetites 


Man is a curious animal (and woman perhaps even 
more so). The more he consumes, the more he wants to 
consume. This phenomenon lies at the heart of one basic 
paradox that has characterized our economy in the past 
and at the same time sets the stage for another that is 
only just beginning to appear. These paradoxes have to 
do with the relation of the nation’s expenditures for con- 
sumption goods to the nation’s income. 

Recent emphasis on the importance of high levels of 
consumption as a determinant of future prosperity has 
focused interest on the nature of this relation. Like 
women’s bathing suits, this relation possesses an inter- 
esting past and an intriguing future. 


The Paradox of the Past 


In a primitive society, almost all income — that is, 
almost all the people’s energies — is devoted to survival, 
to obtaining goods that are used up more or less currently. 
As the society prospers, more and more individuals find 
that they do not have to devote all their energies and 
income to survival for the present but are able to enjoy 
the luxury of saving, of putting part of their income aside 
for future use. (The type of expenditures also changes 
somewhat, principally in the direction of cultural and rec- 
reational activities, but this need not concern us at the 
moment.) Except for that part which is hoarded in mat- 
tresses, stockings, and other such places, the greater pro- 
portion of these savings is borrowed by others through 
the medium of banks and other investment institutions, 
and is used to contribute further to the progress of society 
in the form of new plant and equipment and in furthering 
technological innovations. These new products and facili- 
ties make it possible for the society to devote still less 
of its income to current survival and make available more 
money for savings and for other pursuits. In this way, still 
more resources are provided for growth and development. 

In theory, this is the manner in which the United 
States has attained -its present stature as the world’s 
foremost industrial power. Examination of the evidence, 
however, reveals some seemingly contradictory phe- 
nomena. On the one hand, the percentage of the nation’s 
total income spent on consumption goods annually has 
changed but little over the past eighty years or so, re- 
maining at about 80 cents out of each dollar of national 
output (though the percentage has declined considerably 
in recent years with the sharp rise in taxes). 


On the other hand, as is well known, those at higher 
income levels tend to save more, proportionally as well as 
absolutely, than those at lower income levels. And as the 
nation’s prosperity has grown, the proportion of families 
at higher income levels has also increased. In view of 
these facts, one would expect that the proportion of the 
nation’s income that is saved would have increased over 
time or, conversely, that the proportion of income spent 
on consumption goods would have declined. Yet except 
for the last few years, the proportion of the nation’s 
aggregate income devoted to current consumption ex- 
penditures has not declined at all. What is the expla- 
nation? 

The explanation, as with many other apparently com- 
plex phenomena, turns out to be a fairly simple one. It 
lies in our continual striving for an ever-higher plane of 
living, in the desire of people to improve their lot no 
matter what their incomes. This search for greater 
comfort combined with momentous technological advances 
has greatly increased the amount and variety of goods 
available at prices which most people can afford, and has 
thereby tended to increase expenditures for consumption 
goods in relation to income at all income levels. In recent 
years, this tendency has been reinforced by the sharp 
rise in prices, which means that a given amount of money 
will buy much less today than it would have twenty 
years ago. 

Thus, the relative stability of consumption expendi- 
tures in relation to income in the past is the result, in 
effect, of the increasing propensity to spend at given 
levels of income offsetting the over-all growth in income 
and in the proportion of people higher up on the income 
scale. 


The Enigma of the Future 


What can be said about the course of this relation in 
the future? Is the proportion of the nation’s income spent 
annually on consumption goods likely to continue about 
the same as in the past or does some change appear to 
be in the offing? 

If one thing is clear, it is that our appetites for con- 
sumption goods are by no means satisfied. There is no 
letup in the search for new and better products and in 
ways to improve further our levels of living. The tech- 
nological innovations brought into being by the last war 
have, if anything, intensified efforts in this direction, and 
there is little doubt that we are now only on the threshold’ 
of a technological revolution which will alter almost 
completely present concepts and levels of living while 
raising these levels substantially. Although some of these 
innovations will tend to lower costs of present products 
rather than to introduce new products, the net effect of 
the changes will be in the latter direction, that is, the 
trend toward higher expenditures out of given levels of 
income may be intensified. 

At the same time, however, another tendency is appar- 
ent which may work in the opposite direction. This is 
the increasing preoccupation with financial security, which 
is reflected in the growth of pension funds, many types 
of life insurance, and other forms of deferred payments. 
This desire for security obviously gives rise to a need 
for putting aside more of one’s income than would other- 
wise be the case in order to live a better life in the» 
future. 

These two tendencies may well conflict with each 
other. Unless the benefits of technology are almost wholly 
of a price-cutting nature — which is hardly likely — peo- 
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ILLINOIS INDUSTRIES AND RESOURCES 


THE CHAIN DRUG STORE 


The chain drug store that first came into the picture 
at the turn of the century as a small, dark, narrow estab- 
lishment was indeed a far cry from the spacious, well- 
illuminated, and modern emporium that we know today. 
Its rise to prominence was not always an upward path, 
and was accomplished only after a long and bitter 
struggle. 

The chain drug stores grew because they introduced 
a method of retail distribution which the older wholesaler- 
retailer system failed to supply. The offering of a variety 
of merchandise was a principal factor in their success. 
Many derisive remarks are made today about the variety 
of products sold by the modern drug store. Yet few 
people realize that it was the drug store that introduced 
most of these products. Radios, along with phonographs 
and records, were first promoted by drug chains when 
they came on the market. Books, vacuum bottles, coffee 
percolators, alarm clocks, pocket knives, and stationery 
were all regular sundry items more than thirty years ago. 
Even Scotch and Bourbon were poured from bottles on 
the backbar at the soda fountain before state laws nar- 
rowed liquor sales to the saloon. One early chain went so 
far as to sell tires and tubes, quitting only when it became 
apparent that the strong rubber smell was distasteful to 
its customers. 

There were several other reasons for the success of 
the drug chains even in the face of widespread and well- 
established competition and numerous forms of anti-chain 
store legislation. When the chains first appeared the 
retail druggist was a professional man, primarily inter- 
ested in compounding prescriptions and selling medicines. 
He was not the aggressive type nor was he interested in 
expanding into other lines. 

Thus he was vulnerable to the kind of competition 
which the chains introduced. They offered lower prices, 
due primarily to the adoption of the cash-and-carry prin- 
ciple and to benefits of large-scale operation. Their physi- 
cal appearance along with superior locations, due to a 
larger command of capital, was of vital importance and 
gave a decided advantage over the average independent. 


Illinois Drug Chains 


The Walgreen Company, with headquarters in Chi- 
cago, is the largest drug chain in Illinois and operates a 
chain of retail drug stores in 40 states from coast to 
coast. They manufacture and sell their products to ap- 
proximately 1,400 franchised “Walgreen Agency” stores 
and own and operate 388 company stores, of which over 
one-third are located in Illinois. 

The first Walgreen Drug Store commenced its opera- 
tions in 1901 at 4134 Cottage Grove Avenue, Chicago. 
The company was officially incorporated in July, 1916, and 
has expanded to where it currently employs approximately 
16,200 persons. The remarkable progress that it has made 
during the past few years may be emphasized by the fact 
that in its 1954 fiscal year, its net sales totaled $184.3 
million, as compared with $141.1 million in 1946. 

The Rexall Drug Company, manufacturer of more 


than 5,000 various drugs, medicines, and other prepara- 
tions and commodities, sells its products to more than 
11,000 independently owned franchised retailers and oper- 
ates 239 company-owned stores. Hundreds of independent 
merchants and small chains throughout Illinois have bene- 
fited as Rexall franchise stores because of a 50-percent 
increase in national advertising since 1952. 

Osco Drug, Incorporated, operating 19 self-service 
drug stores in the Midwestern states, has approximately 
300 employees, with about 135 employed in its eight 
Illinois stores. The first Illinois unit, located in Rockford, 
is today an excellent example of a modern chain drug 
store operating with a high degree of success. 

The Stineway Drug Company, Ford Hopkins Com- 
pany, Wright and Lawrence, Incorporated, and Sun Drug 
Stores are only a few of the drug chains located in Chi- 
cago. The eight S & C Drug Stores of Peoria, seven 
Thrifty Drug Stores of Springfield, and the five McBride’s 
Drug Stores of the Champaign-Urbana area represent a 
few of the many drug store chains throughout the State. 


The General Trend 


In the past thirty years, the drug chains have more 
than held their own. They have, however, fallen short 
of the sharper increases recorded by retail sales during 
more recent years. 

Retail sales of all nondurable consumer goods between 
1929 and 1949 increased 154 percent. During the same 
period, total retail drug sales gained 101 percent, whereas 
drug chains boosted their sales by 205 percent. During 
the past five years, however, there has been a decided 
decline in the percentage of drug store gains as compared 
with all retailing. 

The drug chains have had to meet the increasing 
competition created by the consumer demand for durables, 
such as automobiles, homes, television, and various appli- 
ances. Strong competition also exists in other types of 
operations, such as the toilet goods counters of the 10- 
cent store, the bargain basements and regular departments 
of the department store, and the encroachments of the 
grocery supermarket. Food chains in particular present a 
serious problem, as they have made substantial gains in 
selling high-profit items previously sold only by drug 
stores. About 60 percent of all dentifrices, 40 percent of 
all cigarettes, and a good proportion of cosmetics and 
vitamins are now sold by food chains. 

To offset the inroads made by competitors, drug store 
chains have concentrated on large, high-volume stores 
which has resulted in the closing of many small and 
marginal units. New stores are being constructed, existing 
locations modernized and enlarged, and the self-service 
drug outlet has been introduced in an effort to meet the 
challenge of high costs. 

Despite the pressure of competition, the principal drug 
chains appear to be in good financial condition. By ex- 
panding store facilities to include additional “drive-in” 
shopping centers in suburban areas, they may, in time, 
recover much of the ground lost in recent years. 


KNOW YOUR STATE 
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STATISTICAL SUMMARY OF BUSINESS ACTIVITY 


UNITED STATES MONTHLY INDEXES 


SELECTED INDICATORS 
Percentage changes October, 1954, to November, 1954 
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ILLINOIS BUSINESS INDEXES 
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Electric power! 

Coal production? 

Employment — manufacturing’. . 
Weekly carnings—manufacturing 
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Consumer prices in Chicago’... . 
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Power Commission; 7? Illinois Department of Mines; 
® Illinois Department of Labor; ‘Federal Reserve Bank, 7th District; 
S. Bureau of Labor Statistics; W. Dodge Corporation; Federal 
Reserve Board; * Illinois Crop Reports; * Life Insurance Agency Man- 
agement Association; 2 Illinois Geological Survey. 
* October data; comparisons relate to September, 1954, and October, 
1953. ” Seasonally adjusted. © Revised series. 
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1U. S. Dept. of Commerce; ; ee Reserve Board; 3 U. S. Dept. 
of Agriculture; *U. S. Bureau of Labor Statistics; 5 F. W. Dod Dodge Corp. 

* Seasonally adjusted. » As of_ end of month. ¢ Data are for 
October, 1954; comparisons relate to + 1954, and October, 1953. 
4 Based on official indexes, 1910-14 = 100 


UNITED STATES WEEKLY BUSINESS STATISTICS 


1954 


Production: 

Bituminous coal (daily avg.)......... thous. of short tons. . 

Electric power by utilities mil. of kw-hr 

Motor vehicles (Wards) number in thous. . 

Petroleum (daily avg. ). thous. bbl.. 

Steel 1947-49 = 100. 

thous. of cars 

Department store sales 1947-49 = 100 
Commodity prices, wholesale: 

1947-49 = 100 

Other than farm products and foods. . . 1947-49 = 100 

22 commodities 1947-49 = 100 
Finance: 

Business loans 

Failures, industrial and commercial. . .number 


Source: Survey of Current Business, Weekly Supplements. * Monthly index for December, 1953. 
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RECENT ECONOMIC CHANGES 


Housing Starts at Record 


Home building continued to establish new records 
toward the end of 1954. Housing starts in November 
amounted to 102,700, an all-time high for the month. The 
total was 29 percent above November, 1953, and down 
only 3 percent from October’s volume; the usual seasonal 
decline between October and November is between 10 and 
15 percent. The record level of starts in the fourth 
quarter of 1954 ensures high construction activity during 
the early part of the new year, since work begun late in 
1954 will require several months to complete. 

In the first 11 months of 1954, nonfarm starts totaled 
1.1 million, 18 percent above the corresponding period of 
1953. In fact, the number of new homes begun through 
November, 1954, already exceeded the full year 1953 total. 


industrial Production Expanding 


Industrial production increased in November for the 
third successive month, rising 2 percent (after seasonal 
adjustment) to 129 percent of the 1947-49 base period. 
For the first time in 1954 production reached its year- 
earlier level. Indications are that output continued to ex- 
pand in December, as automobile assemblies increased by 
over a fourth between November and December, and 
other major industries raised production levels. 

The bulk of the recent advances in production re- 
flected increased output of durables. Between the July 
low and November, durable goods production moved up 
7 percent; nondurables output increased only 4 percent. 
Production of durables has been substantially more vola- 
tile than nondurablés in the past three years (see chart). 

The pronounced changes in durable goods output 
largely reflect changes in the balance between inventories 


INDUSTRIAL PRODUCTION 
(Seasonally adjusted) 
1947-49 =100 
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Source: Federal Reserve Board. 


and demand that occurred in 1953 and 1954. Inventories 
were accumulated at a rapid rate in the first three quar- 
ters of 1953 as output moved up 15 percent between the 
second quarter of 1952 (before the steel strike) and the 
third quarter of 1953. Manufacturers’ sales advanced only 


12 percent in the same period before declining in the fall 


of 1953. As a result the ratio of manufacturers’ inven- 
tories to sales rose from 1.78 in the first quarter of 1953 


to 1.92 by the fourth quarter. Reflecting the curtailment. 


of production during most of 1954, inventories declined 
about 5 percent from their 1953 peak. In November the 
ratio of manufacturers’ inventory book values to their 
sales was about 1.87, down from the peak but still above 
early 1953. 


Personal Income Rises 


Personal income in November rose by $1.3 billion to 
$287.6 billion at seasonally adjusted annual rates. The 
advance carried the total to a high for 1954, and some- 
what above November of the previous year. The increase 
from October was accounted for by higher wage and 
salary disbursements as private industry payrolls rose by 
$1.2 billion, their largest advance in 1954, primarily be- 
cause of increased activity in the automobile industry. 
Payrolls also moved upward in the electrical machinery, 
metal, and most major nondurable goods industries as 
well as in government employment. 

Personal income in the first 11 months of 1954 was 
virtually the same as in the corresponding period of 1953. 
Wages and salaries were almost $3 billion lower than in 
the January-November period of 1953, and proprietors’ 
and rental income was also lower. However, these reduc- 
tions were offset by higher personal interest and dividend 
income and by increased government transfer payments. 


Saving High 

Individuals added $2.7 billion to their liquid saving in 
the third quarter of 1954. This figure would have been 
considerably higher had it not been for a record $2.3- 
billion advance in mortgage indebtedness, which offset 
other liquid saving. As it is, the figure is high by past 
standards, though below the second quarter level of $2.9 
billion and also a half billion dollars below that in the 
third quarter of 1953, 

Saving in the form of bank deposits and currency 
holdings increased by $3.5 billion in the third quarter, 
more than twice the increase in both the second quarter 
of 1954 and the third quarter a year earlier. Partly off- 
setting this was a substantial liquidation of security hold- 
ings during the third quarter. Purchases of government 
savings bonds and corporation securities were the same 
as in the third quarter of 1953, but other Federal and 
state and local government security holdings were re- 
duced by $1.9 billion, compared with an increase of $300 
million the year before. 


Strikes Low in 1954 


Fewer man-days of work were lost in 1954 as a result 
of strikes than in any other postwar year. The total of 
12 million man-days lost in 1954 was more than a third 
less than a year earlier. The number of strikes also 
dropped by a third from 1953, and was only slightly above 
the postwar low of 3,419 in 1948. 

Fewer workers were involved in last year’s strikes and 
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big strikes were less numerous. In 1954, 1.5 million work- 
ers were idled by strikes compared with 2.4 million in 
1953 and 2.0 million in 1948. Only 18 work stoppages 
involved 10,000 or more workers in 1954 as compared with 
28 strikes involving this many workers in 1953. The 
largest number of these major strikes (seven) occurred 
in the construction industry. 


Dividend Payments Up 


A record total of more than $10 billion in cash divi- 
dends was paid out by corporations in 1954. This was 
somewhat more than a half billion dollars above disburse- 
ments in 1953. In part the advance reflected a shifting 
of payment dates on the part of many firms from De- 
cember of 1953 to January, 1954, but higher rates per 
share in chemicals, electrical machinery, oil refining, iron 
and steel, printing, and other industries also contributed 
to the higher payments. Moderate declines in dividend 
payments occurred in the automobile, textile and leather, 
and nonferrous metal industries, as a result of rate re- 
ductions and dividend omissions by some firms. 


Business Failures Up Sharply 


Business failures increased substantially in 1954 for 
the third consecutive year. Bankruptcies totaled 11,220, 
more than 25 percent above 1953 and over 45 percent 
higher than 1952. 

All major industry groups reported increases in busi- 
ness failures of 20 percent or more. The largest increase 
occurred among commercial firms, up 35 percent. This 
group, however, accounted for the smallest share of total 
failures, 8 percent. Retail failures, accounting for half 
of the total in 1954, were 27 percent higher than the year 
before. The smallest advance, 23 percent, was in whole- 
sale failures, which accounted for 10 percent of the total. 


ELECTRIC POWER PRODUCTION 


BILLIONS OF KILOWATT -HOURS 


J A. 
Source: U. S. Department of Commerce. 


Power Production 


Electric power production in December averaged 97 
billion kilowatt-hours per week, 14 percent higher than ip 
December, 1953. For the year as a whole, output amounted 
to about 470 billion kilowatt-hours, nearly 7 percent above 
1953 (see chart). This, however, compares with a gain 
of 10 percent between 1952 and 1953, and was the smallest 
year-to-year advance since 1949 when output increased 
only 3 percent over the previous year. Nevertheless the 
electric power industry represents one of the fastest 
growing industries in the United States. Since 1946, the 
first postwar year, power production has more than 
doubled. 

The industry currently has in place over 100 billion 
kilowatts of capacity, compared with 50 billion in 1946, 
About 10 billion kilowatts were added to capacity in 1954 
and an additional 13 billion is scheduled for 1955, 


Employment Off Seasonally 


The number of jobholders in December fell seasonally 
by slightly over a million workers to 60.7 million. Both 
farm and nonfarm employment declined. Only a fifth of 
the drop was centered in nonfarm employment, however, 
which was slightly below its year-ago level. Census data 
in thousands of workers are as follows: 

December November December 
1954 1954 1953 
64,624 
61,731 
6,154 
55.577 
2,893 


In contrast to the drop in employment, unemployment, 
at 2.8 million, was almost unchanged from its level in the 
previous two months. 


Civilian labor force 

Employment 
Agricultural 
Nonagricultural 

Unemployment 


Our insatiable Appetites 


(Continued from page 2) 


ple will be faced with a choice between increasing their 
current consumption expenditures still further and taking 
advantage of the new and better products then available 
or of postponing such purchases, soothing their parched 
desires with anticipations, and bravely saving for the 
future. Our guess is that, laudable as one’s original inten- 
tions may be, when one is faced with the latest model 
zooliac decorated in n-dimensional colors and equipped 
with an ultrasonic superpowered xyloscope, the decision 
in most cases will be obvious. 

In essence, therefore, what seems likely is a reversal 
of the long-term decline and more recent stability in the 
proportion of the nation’s income spent currently on con- 
sumption goods and, possibly, a return of this proportion 
toward its level in early colonial times. Thus, we may 
yet come to witness a new paradox af very high expendi- 
tures out of current income characterizing not only a 
primitive economy, but a highly developed one as well. 

This does not mean that there will be no savings in 
the United States in later years, but rather that they will 
be relatively less and will be increasingly concentrated in 
such institutionalized forms as group insurance and 
pension funds. Above all, however, the urge for the 
Smiths to keep up with Joneses will be stronger than 
ever, which should not only leave them more comfortably 
situated but should make retailers and consumption 
economists happy as well. RF 
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BUSINESS BRIEFS 


PUBLICATIONS AND DEVELOPMENTS OF BUSINESS INTEREST 


Portable Power Plants 


The Electro-Motive Division of General Motors Cor- 
poration has recently developed movable electric gen- 
erating units. They are built into boxcars and van-type 
truck trailers. 

The generators are built with a twofold purpose. They 
may be used to service disaster areas when the conven- 
tional power lines have been cut off. They may also be 
used where the current demand is so seasonal or so 
temporary that it is not considered economical to put in 
permanent power lines. In this capacity they may prove 
useful to power companies who are operating near capac- 
ity to supply extra power when needed in their district. 

The capacities of the various models range from 350 
kilowatts up to 1,000 kilowatts. When more power is 
needed the units can readily be coupled together. The 
units are made with standardized parts for easier and 
less expensive repairs. 

General Motors expects to sell the largest units for 
about $90 per kilowatt of capacity. 


Postwar Growth in Business Population 


In the years since World War II, the business popu- 
lation of the United States has increased by almost 50 
percent. As may be seen in the chart below (which shows 
year-to-year increases), the large proportion of this 
growth, over 80 percent of it, occurred in the first half 
of the period. This reflects the reduced size of the busi- 
ness population because of sharp curtailments during the 
war and the quick return of veterans to civilian work. 

Construction firms, in response to swollen housing 
demands, increased at a more rapid rate than any other 
type of business throughout the period, tripling their 
numbers since 1944, Wholesale firms, with the next 
largest gain, increased 68 percent, while the number of 


ANNUAL BUSINESS POPULATION GROWTH 
PERCENT INCREASE 


1944 1946 1948 1950 1952 
Survey of Current Business, November, 1954. 


Source: 


retail trade firms followed next in line, advancing 43 per- 
cent. The number of firms engaged in manufacturing rose 
31 percent in the first five years of the period, but has 
actually declined slightly in the past five years. 

The increase in the number of business firms has not 
been uniform throughout the nation. The Far West, 
Southwest, and Southeast experienced the largest growth, 
between 75 and 80 percent. In other portions of the nation 
the rises varied from 32 to 47 percent. In all regions the 
large movement came in the first five years, with smaller 
increases, and even a decline in New England, during 
1949-54. 


Robots in Charge 


More and more machines are being developed to make 
man’s work easier, faster, and more accurate. Among the 
recent developments is the “Toll-O-Matic,” a robot high- 
way toll collector which does not need an attendant. The 
machine can sort the coins placed in it, make change, and 
reject slugs. If a car drives through without paying the 
toll, it sets off an alarm. A printing device is attached 
to the robot which keeps a record of all the financial 
transactions of the machine. The “Toll-O-Matic” is manu- 
factured by Taller and Cooper, Incorporated, of Brooklyn, 
New York. 

On trial in department stores of New York and Los 
Angeles is a new system made up of a tag reader, key- 
board, cash drawer, and a tape perforator. Price tags, 
pre-punched for the “Point O’Sale Recorder,” are inserted 
into the machine which then prints the customer’s re- 
ceipt, opens the cash drawer, and punches the information 
on the tape. The tape can later be used for further proc- 
essing. The maker, the Telecomputing Corporation of 
Burbank, California, plans to sell the system at prices 
ranging around $3,000. 

Billboard advertising may get a boost with a new 
electronic device which will turn the board lights on when 
a car approaches at night and off after the car has passed. 
This is done by connecting the lighting fixtures to a 
photoelectric cell which acts like an electric eye to turn 
the lights on whenever the beams from auto headlights 
strike the cell. This item, to sell for less than $50, is 
manufactured by the Tork Clock Company of Mt. Vernon, 
New York. 


Remodeling Construction Statistics 


The United States Departments of Commerce and 
Labor have combined efforts to compile a new monthly 
periodical, Construction Review, presenting almost all of 
the current statistics on construction which are prepared 
by the Federal government. This new periodical is de- 
signed to take the place of both Construction and Building 
Materials, issued by the Department of Commerce, and 
Construction, issued by the Department of Labor. 

Construction Review will contain information on new 
construction, construction costs, production of building 
materials, housing starts, building permits issued, and 
construction employment. There will also be analytical 
and outlook articles. Publication begins with the January, 
1955, issue. Subscriptions may be obtained from the Su- 
perintendent of Documents, Government Printing Office, 
Washington 25, D. C., for $3 per year, or 30 cents for 
single copies. 
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DECENTRALIZATION OF INDUSTRIAL AND 
COMMERCIAL BUILDING* 


DOROTHY K. NEWMAN, Bureau of Labor Statistics 


The flight of industrial and commercial building to the 
suburbs and other outlying areas in recent years is an 
obvious phenomenon. However, the extent of the shift in 
the location of business building and the rate at which 
it has been taking place have never been measured. This 
is true in spite of the record $1714 billion of new plant 
and commercial building during the past five years and 
the impressive economic impact on local areas of sizable 
changes in the geographic spread of such construction. 


New Series Locates New Building 


The United States Labor Department's recently in- 
augurated statistical series on building-permit activity 
promises to contribute a great deal toward filling this 
void in information about where new industrial and com- 
mercial plants are being built. This new set of monthly 
statistics, which begins with January, 1954, data, pro- 
vides the first detailed information on a current basis 
about the geographic distribution of new building con- 
struction. It measures nationally, and for 24 individual 
metropolitan areas, the extent of suburban as against 
central-city building in metropolitan areas, and gives an 
indication of the relative amount of building construc- 
tion in places outside of metropolitan-area boundaries.’ 

The statistics represent the total amount of building 
construction in all places having building-permit systems 
and are based on reports of building-permit activity to 
the Labor Department’s Bureau of Labor Statistics from 
almost all such places — upwards of 7,000. Of course, the 
geographic coverage of such a series is limited, since not 
all places have permit systems. On the other hand, the 
building-permit universe covers almost the entire non- 
farm population of metropolitan areas (94 percent). Even 
in the South where building-permit systems are less com- 
mon than elsewhere, the BLS series represents nearly 90 
percent of the nonfarm population in metropolitan areas. 

However, the series covers only about half (52 per- 
cent) of the nonfarm population in all nonmetropolitan 
areas. This is less restrictive than it seems, because re- 
cent study shows that places with building-permit sys- 
tems are likely to be larger and show more activity than 
the others. As a result, building activity reported by non- 
metropolitan permit-issuing places represents a larger 
proportion of all nonmetropolitan building construction 
than is suggested by examination of population data 
alone. Thus, if the geographic distribution of all new 


* Opinions expressed by the author are her own and do 
not necessarily reflect the views of the United States Depart- 
ment of Labor. 

‘For a brief history of this series, and a more detailed 
description of its coverage, see the article “New BLS 
Building-Permit Activity Series” in the November-December, 
1954, issue of Construction, in which publication of the new 
statistics was initiated. Reprints of the article and copies of 
Construction are available from the U. S. Department of 
Labor, Bureau of Labor Statistics, Washington 25, D. C., on 
request. 

?See Dorothy A. Muncy, “Space for Industry: An Analy- 
sis of Sites and Location Requirements,” in Technical Bulletin 
No. 23 of the Urban Land Institute, July, 1954. 

*Victor Jones, “Economic Classification of Cities and 
lees Areas,” in The Municipal Year Book, 1953, pp. 
49-57. 


building construction were available, it would probably 
show only a slightly smaller proportion of central-city and 
suburban building than is evident from the building- 
permit series, and a little larger proportion of building 
in nonmetropolitan places. 


Location of Industrial Building 

Construction of new factories appears to be taking 
place mostly in the metropolitan fringe (see chart). Ac- 
cording to building-permit statistics for the first eight 
months of 1954, new industrial plant expansion is second 
only to housing in the degree of concentration in sub- 
urban places, with well over half the value of all new 
factory building for which permits were issued destined 
for areas outside, but in the orbit, of the central cities, 

These statistics suggest that most plant construction 
halts near enough to urban centers to take advantage of 
their power and transportation lines, and of the large 
labor supply, markets, and resources of the metropolitan 
area, while at the same time enjoying the cheaper and 
more plentiful land available in the suburbs. A large site 
is necessary for modern plant construction, which is char- 
acterized by single-story design, open-site planning, and 
generous off-street parking and loading facilities. Also, 
new industrial facilities are planned to include room for 
expansion and for many employee amenities, such as 
recreation areas.’ Sites large enough for these purposes 
appear to be available within metropolitan areas, but 
mostly outside of the central cities. 

This suburban trend is not new. A special analysis of 
the economic base of all cities of 10,000 population or 
more in 1950 shows that the 287 suburban cities of this 
size were more industrialized than either the 184 central 
metropolitan cities or the 521 independent cities outside 
of metropolitan areas.’ 

The national dispersion policy has not prevented sub- 
urban location of industrial plants. The original policy 
initiated in August, 1951, advocated construction of new 


LOCATION OF BUILDING ACTIVITY? 
January-August, 1954 


+ Valuations as reported on building permits issued in all 
building-permit-issuing places. 
Source: U. S. Department of Labor. 
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defense facilities in locations 10 miles or more from exist- 
ing potential target areas, but not necessarily in new or 
remote communities. It encouraged location in satellite 
towns within existing major marketing areas. After more 
precise definition of a target area in 1952, the national 
policy provided for a 10-mile buffer zone around each res- 
jdential concentration of 200,000 persons or around each 
industrial concentration of 16,000 workers in defense- 
supporting plants.* Although this latter policy also does 
not preclude location in many metropolitan suburban areas, 
there would be a stronger tendency to locate in nonmetro- 
politan areas under this than under the earlier policy. 
Industrialization of the suburbs, as measured by 
building-permit activity appears to vary between regions 
of the country (Table 1). During the first nine months 


Table 1. Location of New Industrial Building* 
January-September, 1954 


Percent in 
Valua- 
: tion (in Metropolitan areas Non- 
Region metro- 
ions Central litan 
Total cities Suburbs 
United States. ..| $492 82 28 54 18 
Northeast..... 122 93 32 61 7 
North Central.| 160 82 28 54 18 
eee 118 70 28 42 30 
ee 92 84 24 60 16 


* Based on the owner’s or builder’s valuation as reported on local build- 
ing permits. 


of 1954, concentration of industrial building in the sub- 
urbs was greatest in the Northeast and West, and least 
in the South. In all four regions, the central cities 
absorbed somewhat the same proportion of plant expan- 
sion (between a fourth and a third). 

The broadest differences between regions occurred in 
the amount of building-permit activity going into the 
nonmetropolitan localities, which claimed 30 percent of 
all industrial building for which permits were issued in 
the South during the nine-month period, and only 7 per- 
cent in the Northeast. This difference is significant, since 
the regions vary little in the degree to which their non- 
metropolitan areas are covered by permit systems, and 
each reported a sizable share of the half a billion dollars 
of new factory building authorized by permits during the 
first three-fourths of 1954. 

Although it is difficult to generalize without com- 
parable figures for previous years, substantially more 
of the industrial expansion in the South may be occurring 
in outlying localities beyond metropolitan areas than is 
true of the other regions. It is possible that the regions 
vary in the type and size of plant to be accommodated 
and that these differences affect the choice of sites. It 
may be important that almost a third of the total con- 
struction value of all industrial projects assisted by certi- 
ficates of necessity and rapid tax amortization has gone 
to the South. This proportion was equaled only by the 
North Central States. Also important in this connection 
is the fact that, unlike the other regions, the South 
showed greatest industrialization in 1950 among _ its 
hitherto nonmetropolitan cities of 10,000 population or 
more, rather than among its suburban or central cities 
of the same size. 


‘William J. Platt, “Industrial Defense: A Community 
henge in Bulletin of the Atomic Scientists, September, 
, p. 262. 


Location of Stores 

Store building followed housing and industrial con- 
struction in the degree of concentration in suburban 
areas. Over two-fifths of the $555 million of store build- 
ing authorized by local permits during the first eight 
months of 1954 was scheduled for construction in the 
fringe of metropolitan areas. A little less than two-fifths 
was to be built in central metropolitan cities, and about 
a fifth in nonmetropolitan places. This is in contrast with 
office building, which is still largely a central-city phe- 
nomenon, and with gasoline and service station con- 
struction, which occurs more often outside of metropolitan 
areas (principally along the highways) than in the metro- 
politan suburbs or central cities. 

Shopping centers account for a great deal of the 
new store building in the suburbs. The huge regional and 
smaller community shopping centers are necessary ad- 
juncts to the new and growing neighborhoods on the 
outskirts of major cities. There have been no systematic 
studies of the ratio of shopping-center construction to 
the total in the suburbs, but trained observers in this 
field estimate roughly that well over half of suburban 
commercial development is in such centers, which usually 
provide a variety of shops and services and extensive 
off-street parking. 


Building in the Chicago Metropolitan Area 


Chicago is typical of many other large metropolitan 
areas in the distribution of new building construction. 
Three-fourths of all the new building reported in the 
Chicago metropolitan area during the first eight months 
of 1954 was to be constructed outside of the city proper 
(Table 2). School and home building were followed by 
store and factory building in degree of concentration in 
the suburbs. The only types of building that predominated 
in the central city were such accommodations as hospitals, 
commercial garages, and office buildings. Suburbanization 
of these facilities is probably not far distant, however, 
as many suburban communities grow into large, almost 
self-contained towns. Even now, a third of the office 
building reported for the Chicago metropolitan area in the 
first eight months of 1954 was in the suburbs. 


Table 2. Location of Selected Types of New Building 
in the Chicago Metropolitan Area* 


January-August, 1954 


Valuation Percent in 
ype of building in 
millions) | Central | suburbs 
All building construction... ....| $583.3 26 74 
Private 390.9 18 82 
Commercial building........... 45.3 44 56 
Amusement buildings........ 3.0 40 60 
Commercial garages.......... 3.7 84 16 
Gasoline and service stations. . 2.9 45 55 
Office buildings.............. 6.0 68 32 
Stores and other mercantile 
ee 29.6 34 66 
Community buildings.......... 44.8 36 64 
Educational buildings........ 25.5 15 85 
Institutional buildings........ 8.1 89 11 
Religious buildings........... 11.1 45 55 
Industrial buildings............ 23.3 37 63 


(Components do not add to totals because of rounding.) 


* Based on the owner’s or builder’s valuation as reported on local building 
nino and on an estimate of the value of building in nonpermit-issuing 
places. 
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LOCAL ILLINOIS DEVELOPMENTS 


With the exception of seasonal declines in petroleum 
production and construction contracts awarded, most in- 
dicators of business in Illinois moved up during Novem- 
ber. Gains of more than 10 percent were recorded in coal 
production, utilization of steel capacity, and department 
store sales. Business loans at leading Chicago banks rose 
almost 5 percent from October, partly because of in- 
creased inventory needs of retailers. 

Despite the large seasonal decline, construction con- 
tracts awarded continued above 1953 levels to reach a 
new peak. 


Popuiation Records in 1954 

Illinois experienced a natural population increase 
(births minus deaths) of 122,500 persons last year. Deaths 
declined to 92,500 to set a new low in rate per 1,000 popu- 
lation, whereas births increased 5 percent to a new 
absolute high of 214,000. The actual number of Illinois 
children having birthdays in 1954 is estimated to be even 
higher about 217,000—because of the number of 
women in border counties who go to hospitals in neigh- 
boring states to have their babies. 

The January 1, 1955, estimate of the State population 
is 9.2 million persons. This figure is subject to revision, 
however, as more information becomes available on 
migration into and out of the State. 


Fuel Production in Illinois 


Production of the major fuels has been on the decline 
for the past several years in Illinois. The amount of coal 
from Illinois mines is down almost 40 percent from 1947, 
as may be seen in the chart below. Gas production has 
declined almost as much. Oil extracted, on the other hand, 
declined mildly for the first years of the period shown, 
but picked up in 1954 to about the 1947 level. 

The chief factor in the decline in coal production has 
been the virtual loss of a major market. The railroads 
have steadily switched from coal-powered engines to 
Diesel-powered locomotives. In Illinois, sales to railroads 
dropped 88 percent in the past 10 years. As a result, 


ILLINOIS FUEL PRODUCTION, 1947-54 


1947=100 
100 


i i 1 i i 
1947 48 49 ‘sos 
Sources: Illinois Department of Mines and Minerals; IIli- 
nois Geological Survey. 


whereas almost one quarter of the State production once 
was consumed by railroads, the figure in 1954 was only 
about 5 percent. 

The decline in gas production in Illinois is the result 
of quite a different phenomenon. It stems rather from the 
depletion of supply. Two of the major gas fields in Ifli- 
nois, Russelville and Ayers, have been nearly exhausted, 
While some new gas fields have been discovered, they 
cannot be opened for use until the availability of enough 
gas is assured to justify building pipe-lines and other 
means of transportation from fields to markets. 

The pattern of oil production is also the result of 
supply conditions. The production of new wells has not 
been enough to offset the decline in that of older wells, 
In the past year, however, intensive efforts have been 
made at secondary recovery from old fields, which has 
bolstered State oil production considerably. 


Early Christmas Sales Rush 

Retail sales in Illinois rose sharply during the month 
of October, 1954, and the trend in department store sales 
indicates that this movement continued through Novem- 
ber. Despite the increase, however, sales generally re- 
mained depressed relative to year-ago levels. 

October retail sales were up between 5 and 10 percent 
in most of the larger Illinois cities. Aurora and Joliet 
registered the only declines, 1 percent and 3.6 percent 
respectively. These two areas also showed substantial de- 
clines relative to a year earlier, 7 percent in Aurora and 
almost 18 percent in Joliet. In this, however, they were 
followed by most of the cities listed on the opposite page, 
with only five gaining over October, 1953. 

Department store sales in Illinois cities studied surged 
forward during November as the Christmas buying rush 
really got under way. Every city reported an advance 
over October, ranging from 1 percent in Decatur to 29 
percent in Elgin. Relative to November, 1953, more cities 
experienced lower sales than reported higher sales. How- 
ever, on balance the gains outweighed the losses to put 
November department store sales in Illinois in 1954 
ahead of 1953. 


Industrial Development in Chicago 

In the past 15 years more than $3.2 billion has been 
spent on industrial developments in the Chicago area. 
According to the Chicago Association of Commerce and 
Industry, this total is greater than that of any other 
metropolitan area in the nation. The projects include new 
plants, expansions of existing facilities, and land or build- 
ings acquired for future development. 

The year 1954, with expenditures of $232 million, 
marks the largest peacetime annual total for the period. 
It is exceeded only by expenditures in the early years of 
World War II, $313 million in 1941 and $462 million in 
1942, and in the first years of the Korean outbreak, $325 
million in 1950 and $402 million in 1951. 


Despite early fears, dollar expenditures for develop- 
ment in 1954 substantially exceeded the 1953 level, by: 


more than 63 percent. However, the number of projects 
begun in 1954 fell far below that in 1953, thereby illus- 
trating the predominance of large undertakings in the 
past year. 

The fields of petroleum refining, chemicals, and steel 
dominated development in 1954, accounting for many of 
the larger projects. The smaller projects, however, were 
in widely diversified facilities in keeping with the varied 
activity of the Chicago area. 
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COMPARATIVE ECONOMIC DATA FOR SELECTED ILLINOIS CITIES 
November, 1954 
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